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' i  
Dear S i r  o r  Madam: 

. T h i s  is a  f i n a l  a d v e r s e  d e  t e r m h a t i o n  l e t t e r .  Vour a p p l i c a t i o n  f o r  t a x  
exempt a t a  tua under  s e c t i o n  501 ( c ) ( 3 )  of  t h e  I n t e t n a l  aevenue Code of 1954 
ie hereby denied .  Tha t  e t a t u t e  prov9den f o r  exemption &om Febrrrtl income 
t a x  f o r  c o r p o r a t i o n s  o r  any communi c h e s t ,  fund o r  foundat ion  t h a t  is 
o r g a n i z e d  and o p e r a t e d  e x c l u ~ i v e l y  f o r  r e l i g i o u n ,  c h a r i t a b l e ,  s c i e n t i f i c ,  
t e s t i n g  f o r  p u b l i c  sa fe+-y ,  l i t e r a r y  o r  e d u c p t f o ~ a l  p u r p o r e s  and  no p a r t  
of t h e  n e t  e a r n i n g 0  o f  w h i c h  i n u r e s  t o  t h e  b e n e f i t  o f  a n y  p r i v a t e  
e h a r e h ~ l d e r  or  indivldua 1. 

Your organiza t ion 'e  a c t i v i t i e s  c o n s l e t  of a e s i s t M 9  laca l  churcher and t h e i r  
members in  the  a r e a  of  e a t a t e  and f i n a n c i a l  planning. Aiding ind iv idua l8  
i n  t l , e i r  e e t a  t e  and  t a x  p l a n n i n g  i e  n o t  a  c h a r i t a b l e  a c t i v i t y  i n  t h e  
q e n e l - a l l y  accep ted  l e g a l  s e n s e .  Thus, y o a r  orga$iza t ion  ir n o t  o p e r a t e d  
e x c l u s i v e l y  in  r ~ r t h q r a n c e  o f  one  o r  more a x e a d t  pu rposes  a r t  f o r t h  in 
e e c  t i o n  5 0 1 ( c )  ( 3 )  o f  t h e  C o d e .  b c c o r d i n g l y ~ , ~ ' y o u r  a p p l i c a t i o n  f o r  

1 1  r ecogn i t ion  of  exemption under rection 501 (cI(3)  o f j t h e  Code is denlad. 
I 

2 

By o u r  l e t t e r  d a t e d  **** **  ****, we p r o p o r e d ' p  deny your  a p p l i c a t i o n  
f o r  t a x  exempt a  ta tue  under sect ion !TO1 (o)(3)  of thp,' Coda. 

You have  agree 'd  t o  t h i s  d e t e r m i n a t i p n  by s ignlng  Form 6018, Consent  t o  
P r a p o s e d  Adver se  A c t i o n .  A c c o r d i n g l y ,  t h i s ,  l y t t e r  becomes  o u r  f i n a l  
determination. I, I 

- 
S i n c e  you a r e  n o t  exempt, you mu'mt f i l e  a11 F e d e r a l  t a x  r e t u r n s  r e q u i r e d  
of you by the In t e rna l  Revenue Code. 1 

1 I 

Cont r ibu t ione  t o  you a r e  n o t  deduc t ib l e  by donors  under  s e c t i o n  17010) of 
the Code. 1 

I 



A oopy o f  t h i s  n o t i f i c a t i o n  , h a s  bran futniahodl,  to t h e  appropriate  a t a t e  
o f f i c l a l e  in accordance wi th  a o c t b n  6104(o) of thr Intrrnal Revmuo Code. 

This ie a denia l  L t t e r .  

****** *  ****  
D ia tr io t  Oiraotor 
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Refer Reply lo: 

m'/m 
Date: ' 

Dear S t r  or  Madam: 

*;e h a v e  c o n s i d e r e d  y o u r  a p p l i c a t i o n  f o r  r e c o q n i ' t i o n  o f  e x e m p t i o n  from 
F e d e r a l  i n c o m e  t a x  u r ~ d e r  t h e  p r o v i s i o n s  o f  s e c t i o n  5 0 1  ( c ) (  3  ) o f  t h e  
I n t e r n a l  Re*-anue Code o f  1 9 5 4  and i t s  a p p l i c a b l e  Income Tax R e g u l a t i o n s .  
Based on Lhe a v a i l a b l e  i n f o r m a t i o n ,  we have  de  t e r m h e d  t h a t  you do n o t  
q u a l i f y  fo r  t h e  reasons  s e t  f o r t h  on Encbfture I.  

Cons , t l c r ~  tLon was q t v a n  t o  w h e t h e r  you q u a l i f y  f o r  exempt1011 under o t h e r  
suh~,ec: : .ions of s e c t l o n  5 0 1  ( c )  o f  t h e  Code and we hpve c o n c l u d e d  Lha t  you 
d9  . o t .  

AR your orclarl lzn t l o n  h a s  n o t  e s t n b l l a h e d  exemptton from Federal  income t a x ,  
i t  w i 11 ht! n e c a s s a r  y for  you t o  f.ile a n  a n n u a l  irlcome t a x  r e t u r n  on Form 
1 0 4 1  i f  y o u  a r e  A t r u s t .  o r  Form 1 1 2 0  i f  y o 6  a r e  a c o r p o r a t i o n  o r  a n  
~ r n  tncor  pora  t e d  assor :  I a  t i o n .  Con t r i b u t l o n s  to. you a r e  n o t  doduct lb le  under 
3ec : i on  170  of the Code. 

I f  you a r e  Fn a g r e e m e n t  w i t h  our  p r o p o s e d  d e n i a l ,  p l e a s e  s i p n  and r e t u r n  
one copy of' the enclosed Form 6 0 1  8 ,  Conserit t o  proposed Adverse Action. 

You have  t h e  r i a h t  t o  p r o ' i e s t  t .h is  p r o p o s e d  S e t e r m t n a t L o n  i f  you b e l l e v e  
t h a t  I t  1.s i . n c o r r e c t .  To p r o t e s t ,  you should submit a  w r i t t e n  appenl  giving 
the f a c t s ,  law and o t h e r  i n f o r m a t i o n  t o  s u p p o r t  your ~ a s i t i , o a  a s  explained 
i n  t h e  e n c l o s e d  P u b l i c a  t i o n  892 (Rev. 7-83), "Exempt Orqan iza  t i o n s  Appeal 
P r o c n d u r c s  f o r  Unaqreed ~ s s u e s " .  The a p p e a l  m u s t  he s u b m i t t e d  wi thin  3 0  - 
d a y s  from t h e  d a t e  of thin l e t t e r  and must te signed by one of your 
pr. inc. lpa1 o f f i c e r s .  You may r e q u e e t  a  h e a r i n g  wi th  a  member of  the  o f f i ce  
of t h e  Rcg j .ona1  D l r a c  t o r  o f  A p ~ . ? a l s  when  y o u  f i l e  your  a p p e n l .  I f  a  
h e a r  inq Ls r e q u e a  t e . 1 ,  you w i l l  he c o n t a c t e d  t o  a r range  a  d a t e  f ~ t  it. The 
h e a r  lrlg may h e  he  lc' a t  t h e  R e g i o n a l  O f f i c e ,  o r ,  #.f you r e q u e s t ,  a t  a n y  
m u t u a l ! y  c o n v e n i e n t  D L s  t r l c t  Of f i ce .  If you a r e  t o  be  r e p r e s e n t e d  by 
Someone who .is n o t  one of  your  p r i n c i p a l  o f f i c e r s ,  he  o r  s h e  m u s t  file ZI 

p r a p e r  power o f  a t t o r n e y  and o t h e r w i s e  q u a l t f y  under  o u r  C o n f e r e n c e  anti 
P r a c t i c e  R e q u i r e m e n t s  a s  s e t  f o r t h  in S e c t i o n  6 0 1 . 5 0 2  o f  t h e  S ta tement  o f  
p r o c e d u r a l  Rules. See Treasury  Depar b e n t  Circular  No. 2 3 0 .  



I f  you d o  n o t  p r o t e s t  t h i s  p r o p o s e d  d e t e r m i n a t i o n  .in a t i m e l y  m a n n e r ,  it 
w i l l  be  c o n s ~ d e r e d  by t h e  I n t e r n a l  Revenue S e r v i c e  as  a fa i lu re  to e x h a u s t  
a v a i l a b l e  a d m i n i s t r a t L v e  r e m e i i e s .  S e c t i o n  7428(b)(2) o f  t h e  I n t e r n a l  
Revenue Code provides in p a r t  t h a t :  

A d e c l a r a t o r y  judqemen t o r  d e c r e e  under  t h i s  s e c t i o n  s h a l l  
n o t  he i s s u e d  i n  a n y  p r o c e e d i n g  u n l e e s  t h e  Tax C o u r t ,  t h e  
Claims C o u r t ,  c; t h e  d i s t r i c t  c o u r t  o f  t h e  Uni ted  S t a t e s  for  
the DLstr ict  o f  Co lumbia  d e t e r m i n e s  t h a t  t h e  o rgan iza t . ion  
i n v o l v e d  has e x h a u s t e d  admin i s  t r a t i v s  r e m e d i e s  a v a i l a b l e  t o  
i t  w l  t h i n  the  I n t e r n a l  RevenLe Service .  

I f  we d o  n o t  h e a r  from you w i t h i n  t h e  time s p e c i f i e d ,  t h i s  w i l l  become our 
f i n a  1 d e  t e r m l n a t i o n .  I n  t h a t  e v e n t ,  a p p r o p r i a t e  S t a t e  o f f i c i a l s  w i l l  be 
n o t i f i e d  o f  t h i s  a c  t l o n  i n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  s e c t i o n  
6104 (c )  o f  t h e   cod^. 

S i n c e r e l y '  yours, 

*******  ****  
Distr ict  DFrector 



* * * * * * *  ********** * * * * * * *  ***  

Your a p p l i c a t i o n  d i s c l o s e s  t h a t  you were o rqan ized  ********  *  ****, t o  
s o l i c i t  g i f t s  and  contribution^ t o  and f o r  n o n - p r o f i t  c h u r c h e s  and 
a g e n c i e s .  

On ******  ** * ****,  your a r  t l c l a s  of  i nco rpora tLon  were amended t o  i n c l u d e  
t h e  f o l l o w i n g  p u r p s e  s: 

1 .  To encouraqe  s i f t s  and  contribution^ t o  churbhes  and o t h e r  n o n - p r o f i t  
r e l i g i o u s  o r q a n l z a  t' nn.i, o t h e r  th7.n *******  ********** * * * * * *  .  

2 .  To a s s i s t  ~ e n b e r s  o f  l o c a l  c h u r c h e s ,  and the c o n s t i t u e n c y  o f  non-prof1 t 
r e  l i q i o u s  a r a a n i z a  t i o n ?  t o  become good s t e w a r d s  o f  t h e  a s s e t s  and 
r e s o u r c e s  Sod has  e c t r u s  t e d  t o  them. 

3 .  To d l . sseminate  information I n  r e q a r d  t o  the  o r d e r l y  h -ans fe r  o f  o n e ' 9  
e s t a t e  a f t e r  d e a t h ,  afid t o  recommend competent  p r o f e s s i o n a l s  who c a n  
a s s l s t  t hose  who 6 e s i r e  a s s i s t a n c e ,  

4 .  To p rov lde  whatever  co~ulsf? 1 deemed v a l i d  t o  e n a b l e  qua li f  i a d  , 
n o n - p r o f i t  1 n s t : t u t i o n s  In t h e i r  c a r r y i n q  o u t  ,s taked o b j e c t i v e s  of 
s a i d  orqani;:a t l o n .  

5 .  To p rov ide  buildincr  awl /o r  b u t l d i n q s  where SUC. ,  services may be 
rer\dc:red arid t o  t h i s  e n d ,  buy,  s e l l ,  ls-ise, or o t h e r w i s e  s e c u r e  and 
ho1.d t i t l e  to  p r o p e r t y  o r  a s s e t s ;  t o  r e c e i v e  q k f t s ,  l e g a c i e s ,  and 
dor:at.ions from any so;lrcc?s whatsoever ;  and t o  make q i f t s  and 
a p p r o p r i a t i o n s  from any o r  a l l  of  L t s  r r . sou rces  frcm t i m e  t o  t l m e  
a s  i s  e x p e d t e n t  t o  c a r r y  o u t  t h e  n b j e c t l v r s  o f  t h i s  c o r p o r a t i o n .  

6 .  1: is  e x p r e s s l - i  d e c l a r e d  t h a t  t h i s  corporation is  d e s i g n a t e d  n o t  f o r  
gaCn nor i n d i v i d u a l  p r o f i t ,  and t h a t  i t s  p r o p e r t y  s h a l l  be used (3r 
e x p n d e d  t o  e f f e c t  i t s  l e g i t i m a t e  e n d s  and o b j e c t i v e s .  - 

Your a c t A v i t i . e s  c o n s i . s t  o f  iisslstCnc7 l o c a l  c h u r c h e s  and t h e i r  members i n  
t h e  a r e a  o f  e s t a t e  end f i n e n c i a 1  p lanning .  You p rov ide  e s  t n  te p l ann  Cnq 
semina r s  e n c o u r a q i n q  c u r r e n t  q t f t s ,  c h a r L t a b l e  t r u s t s  and c h a r i t a b l e  
h q u e s  ts t o  c h u r c h e s  and para-chcrch  o r g a n i s a t t o n s .  

TO impl.ement i n d i v i d t ~ ~ ~ l  f a m i l y  fFnancia1  p l a n s ,  you p rov ide  L i f e  insurar lce  
and IRA'S t o  s t r e n q t h ~ n  the  f l . nanc ia1  base  o f  f a m i l i e s .  



* * * * * * *  ********** *******  ***  

You charge ne i the r  the church nor tha f ami l i e s  fo r  your couneelinq 
se rv i ce s .  You w i l l  de r ive  compensation from the sale of Life insurance 
products commensurate with f ee s  e s t ab l i shed  by insurance companies s e l e c t e d  
for  this  purpose. According to your app l i ca t i on ,  ths s a l e  of  insurartce 
products i s  a seconaary p a r t  of your s e rv i ce  and your source of income. 

To d a t e ,  yo= primary source of funds has  been a cont r ibu t ion  from the ***** 
******** ****** , an insurance busineas of your f o k d e r s .  The primary 
expendi ture  has been a housing allowance and medical reimbursement plan fo r  
your founders . 
Receipts  and expend.tttlres a r e  a s  follows: 

BALANCE ON HAND * *  **** -.- 

RECEIPTS 

mom * * * * * *******  
From I n t e r e s t  
From Overwrites 

TOTAL 

EXPENSES 

Phone 
Typing 
Advor ti- Lng 
I e q a l  fees  
PrintFng 
Off ice  Supplies 
Seminar Expense 
Medical Mimbur sement 
Postage 
Manuals 
Off ice  and Clergy Housing 
Mfscellaneous 

TOTAL 

BALANCE ON HAND * * * *  *** ****  



* * * * * * *  ********** ******** **  .  

S e c t l o n  501 ( c )  ( 3 )  o f  t h e  Code p r o v i d e s ,  i n  part, foy t h e  exemptilrn from 
Pede.ra1 income t a x  o f  o r g a n i z a  t i o n a  o r g a n i z e d  and o p e r a t e d  e x c l u s i v e l y  
f o r  c h a r i t a b l e ,  r e l i q i o u s  o r  e d u c a t i o n a l  pu rposas ,  , no p a r t  o f  t h e  n e t  
e a r n i r q s  o f  which i n u r e s  t o  t he  b e n e f i t  o f  any  p r i v a t e  s h a r e h o l d e r  o r  
i n d i v i d u a l . .  . 
S e c t i o n  1 .SO1 ( c )  (31-1 ( a )  ( 1  ! of  the  R e g u l a t i o n s  s t a t e s  t h a t  i n  o r d e r  t o  
q u a l i f y  under s e c t i o n  501 (c) ( 3 )  o f  t h e  Code, an  o r g a n i z a l l o n  muat be b o t h  
o r q a n i z e d  and o p e r a t e d  e x c l u s i v e l y  f o r  one o r  more exempt pu rposes .  I f  
an  o r q a n i z a t i o n  f a i l s  .to meet  e i t h e r  t h e  o r q a n i i a t i o n a l  o r  o p e r a t i o n a l  
&&st, i t  i s  n o t  exempt.  

S e c t i o n  ; .501 ( c )  ( 7 1 - 1  ( a )  ( 2 )  o f  t h e  Requ la l lonc  s'xkes t h a t  t he  term "exempt 
purpose  o r  pu rposes" ,  means any purpose o r  pu rposes  s p e c i f i e d  i n  s e c t i o n  
501 ( c )  ( 3 )  o f  t h e  Code:. 

S e c t i o n  1 . 5 0 1 ( c ) i 3 ) - - l ( c ) ( l )  o f  t he  R e g u l a t i o n s  states t h a t  a n  o r g a n i z a t i o n  
w i l l  be r e q a r d e d  a s  o p e r a t e d  e x c l u s i v e l y  f o r  one o r  more exempt pu rposes  
o n l y  i f  i t  engnqeas primar l l y  in a c t i v i t i e s  which accomplish one o r  more 
of such  exempt purpose9 s p e c i f i e d  i n  s e c t t o n  501 ( c )  ( 3 )  o f  t h e  Code. An 
o r q a n i z a  t i o n  wil.1 n o t  be s o  r ega rded  i f  more than  a n  i n s u b s t a n t i a l  par  - 
of i t s  a c t i v i t i e s  i s  n o t  i n  f u r t h e r a n c e  o f  a n  e x e m p t , ! p u r p ~ s a .  

S e c t i o n  1 5 0 1 3 - 1 1  of t h e  R e g u l a t i d n s  states t h a t  a n  
o r g a n i z a t i o n  i s  n o t  o p e r a t e d  e x c l u s i v e l y  f o r  one o r  more exempt pu rposes  
u n l e s s  i t  s e r v e s  a  p u b l i c  r a t h e r  t han  a p r i v a t e  i n k e r e a t .  I t  must  n ~ t  
be o p e r a t e d  f o r  t h e  b e n e i f t  o f  d e s i g n a t e d  i n d i v i d u a l s  o r  t h e  pe r sons  who 
c r e a t e d  it. 

Revenue Ruliiig 76-442, 1976-2 C.B. 148 h o l d s  t h a t  a n o n - p r o f i t  o r q a n i z a t i o n  
whose pr imary  a c t i v i t y  i s  t h e  o f f e r i n g  o f  f r e e  l e g a l  s e r v i c e s  f o r  p e r s o n a l -  
t a x  and e s t a t e  p l ann ing  to i n d i v i d u a l s  who wish t o  make c u r r e n t  and d e f e r r e d  
g i f t s  t o  c h a r i t y  a s  part o f  t h e i r  o v e r a l l  t a x  and e s t a t e  p l a n n i n g  d o e s  n o t  
q u a l i f y  f o r  e - - - n p t i o n  under 501 ( c )  ( 3 )  ,f t h e  Code. 

I n  C h r i s t i a n  S tewardsh ip  A s s i s t a n c e ,  Inc . ,  v. Commissionel,  70 T.C. 1037 
( 1  9 7 8 )  t he  c o u r t  h e l d  t h a t  t a x  and f i n a n c i a l  p l a n n i n g  s e r v i c e s  a r e  a  
non-exempt a c t i v l .  t y  s u b s  t a n t i a l  i n  n a t u r e  anil n o t  inc ider1 . ta1  t o  a 
c h a r i t a b l e .  purpose  o f  a s s i s t i n g  c h a r 1  t a b l e  o r g a n i z a t i o n s  i n  the!.r 
f u n d r a i s i n g  a c d v j . t . l e s .  



* * * * * * *  ********** * * * * * * *  ***  

~n Basic Bible church v.  omm missioner, 74 T.C. 846 (1980) the c o u r t  found 
t h a t  a s u b s t a n t i a l  purpose of t,he o rgan i za t i on  was to se rve  the p r i v a t e  
i n t e r e s t s  of the founder and hLs family. The contr ibut ic lne  (mostly from 
the fouirder ) were spen t  on t h e i r  subs i s tance  and "par sonage. ' The 
o rgan i za t i on  d id  no t  q u a l i f y  f o r  exemption under 501(:)(3) of the  Code. 

You a r e  o r g a d z e d  t o  a s s i s t  c h u r c h e ~  and non-prof i t  agenc ies  i n  t.heir 
f undrai  s i nq  a c t i v i 9 . e ~ .  You accomplish t h i s  throuqh f i n a n c i a l  and e s t a t e  
planning. 

Mdi1l 
a c t i  . 
pr ovi  

ind.t.viduals i n  t h e i r  t ax  and estate ~ l q n i n g  i s  not a c h a r i t a b l e  
i n  the  qune ra l l y  accepted l e g a l  sense. The o rgan i za t i on  i s  

.drng commercially a v a i l a b l e  s e r v i c e s  to i n d i v i d u a l s  who can  a f f o r d  
them. Although funds may u l t ima t e ly  be ma ,e a v a i l a b l e  to c h a r i t y  as  a 
r e s u l t  of the  o rgan iza t ion '  s p l a n n ~ n g  a s s i s t a n c e  to indivLduala ,  the 
b e n e f i t s  t o  the publ ic  a r e  tenuous i n  view o f  the prodomi nan t l y  p r i v a t e  
purpose served by arranginq i ~ d i v i d u a l s '  t a x  and e s t a t e  plans .  The fact. 
that. q i f t s  t o  c h a r i t y  a r e  contemplated i n  the  p lans  dravn up does n o t  
convcr i the a s s i s t a n c e  i n t o  a c h a r i t a b l e  a c t i v i t y  o r  0x9 that promotes 
s o c i a l  welfare  wit.hin the  meaninq of s e c t i o n  1 . 5 0 1 ( c ) ( 3 ) - l ( d l ( 2 )  of  the  
r equ l a  Lions. 

Over **% of your revenue, o r  $******** of $******** was con t r i bu t ed  by 
your founders through t h e i r  commercial insurance agency. I n  a d d i t i o n ,  
**% or $******** of your t o t a l  revenue o f  $********  was used f o r  the  
b e n e f i t  of your f ~ u n d e t s  fo r  medical reimbursement and housing allowance. 
You have f u l f i l l e d  a s u b s t a n t i a l  non-exempt purpose by s e rv ing  the p r i v a t e  
i n t e r e s t s  of your founder .  

Therefore ,  you do no t  q u a l i f y  f o r  exemption under s e c t i o n  5 0 1 ( c ) ( 3 )  of - 
the Code becsuse you provide commercial servi .ces and b e n e f i t  the  p r i v a t e  
i n t e r e s t  of your founders.  




